














Village of Weston
Management’s Discussion and Analysis

BUDGETARY ANALYSIS

The Village's 2007 General Fund adopted expenditure budget totaled $6,942,876. The Village's
final General Fund revenue budget totaled $6,686,556. The 2007 revenue budget anticipated
the use of $256,320 in undesignated reserves.

As previously stated, the Village ended 2007 with a fund balance increase of $204,386 from
2006. In other words, the Village not only did not reduce reserves as anticipated by $256,320, it
added $204,386 to its general fund reserves by year-end. This leads to an overall positive
general fund budget variance of $460,706 for fiscal year 2007.

Actual general fund revenue exceeded budget by $262,469. Positive variances occurred in
intergovernmental revenues of $100,886, charges for services of $69,119, and in investment
earnings and miscellaneous income of $63,860. Negative variances occurred in fines and
forfeitures of $13,357 and in contributions and donations of $3,908. Other revenue categories
experienced small positive or negative variances.

General fund expenditures finished 2007 with a healthy positive budget variance of $198,237, or
2.86% below budget. Most operating facets of the Village contributed to this favorable variance.
The largest variance was realized in the Fire Department ($147,569 or 11.06%). The reason for
the positive variance was the initialization of a third Fire/EMS crew (3-person crew) that had
been budgeted for twelve months in 2007, but which did not begin until the end of March 2007.
Some other positive variances occurred in general government ($25,157 or 2.78%), public works
($20,833 or 0.99%), and parks, recreation, and education ($19,832 or 5.97%). Most other
Village department expenditure categories experienced small to moderate positive budget
variances. Contingency reserve/other and transfers to the aquatic center fund had minor
negative budget variances of $19,596 and $8,133, respectively.

General fund statements highlighting budget versus actual variances can be found on pages
55-59 of this report. .

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of 2007, the Village of Weston had an investment in capital assets of $123,424,763
net of accumulated depreciation, of all governmental and business-type activities of the Village.
This amounts to a $2,198,445 increase (1.81%) from the end of 2006.

Maijor capital improvements that took place in the Village’s governmental activities include road,
“curb, and gutter project costs for Business and Technology Park South ($712,037), Mesker
Street reconstruction ($520,467), Mount View East reconstruction ($361,023), and Community
Center Drive construction ($281,409).

- XXXV -




Village of Weston
Management’s Discussion and Analysis

CAPITAL ASSET AND DEBT ADMINISTRATION (cont.)

Capital Assets (cont.)
Other capital projects included sidewalks ($233,547) and driveway approaches ($108,791).

In addition, the Village had purchased an additional 73.60 acres to expand the Weston Business
Technology Park (now called “Business Park South”) for a cost of $1,712,380 in 2007.

The total capital equipment purchases totaled $340,088, including the purchase of a new
ambulance ($140,965). The balance of 2007 additions was from infrastructure projects in
developer. residential subdivisions.

In the Village’s business-type activities, major capital additions (prior to depreciation) include
$801,851 to the transmission and distribution system of the Water Utility. The Water utility also
added a new well in 2007 ($734,040). The Village's Sewer Utility saw $456,821 of additions to
its collection system (prior to depreciation). The Stormwater Utility saw $995,755 in additions to
its collection and detention basin systems (prior to depreciation). The following table provides a
summary of the Village's change in capital assets.

VILLAGE OF WESTON
CAPITAL ASSETS
December 31, 2007 and 2006

Governmental Business-type
Activities Activities Total
2007 2006 2007 2006 2007 2006

Land/right-of-w ays $ 4,820,055 $ 3,985,276 $ 863,658 $ 752,519 $ 5,683,713 $ 4,737,795
Buildings 6,730,330 6,730,330 2,562,218 1,890,563 9,292,548 8,620,893
Improvements 5,249,793 4,986,765 64,939,723 62,884,166 70,189,516 67,870,931
Equipment 5,539,783 5,246,896 2,411,796 2,158,200 7,951,579 7,405,096
Infrastructure 73,739,628 71,415,849 - - 73,739,628 71,415,849
Construction in progress 229,876 247,763 305,212 166,105 535,088 413,868

Total capital assets 96,309,465 92,612,879 71,082,607 67,851,653 167,392,072 160,464,432

Less accurmulated depreciation (30,878,972) (27,472,877) (13,088,337) (11,765,237) (43,967,309) (39,238,114)

Capital assets, net of depreciation $65,430,493 $ 65,140,002 $57,994,270 $56,086,316 $123,424,763 $121,226,318

More detail regarding the Village's capital assets can be found in Note IV (D) on pages 36-38 of
this report.
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CAPITAL ASSET AND DEBT ADMINISTRATION (cont.)

Outstanding Debt

The Village's outstanding general obligation debt (backed by the full faith and credit of Village
taxpayers) as of December 31, 2007 totaled $16,847,155. In addition, the Village had revenue
debt outstanding (backed by revenues generated from the Weston Water, Sewer, and
Stormwater Utilities) of $12,585,000. The Weston Community Development Authority had
revenue debt outstanding (backed by revenues generated from future property tax increments in
TIF Districts #1 and #2) of $44,825,000. There was also $1,885,000 outstanding in bond

anticipation notes at the end of 2007. Therefore, the total outstanding debt of the Village at
December 31, 2007 totaled $76,142,155.

In 2007, the Village issued General Obligation Promissory Notes totaling $2,425,000 for projects
included in the 2007 capital improvements program. Notes are debt instruments in which the

debt principal will be paid off in ten years or less. Proceeds from the 2007 notes were
authorized for use in the following manner:

Village Capital Improvement Projects . $2,142,700
Water Utility Capital Improvement Projects 282,300
$2.425.000

In addition, the Village’'s Community Development Authority (“CDA") issued $3,760,000 in
Community Development Authority Lease Revenue Bonds in 2007 for TIF District #1. As part of
the lease agreement, the Village is obligated to pay annual lease payments to the CDA equal to
the CDA’s annual debt service on the bonds. Bonds are debt instruments in which the debt
principal will be paid off in 10 to 20 years.

Finally, the Village's Stormwater Utility issued $3,440,000 in Water Utility Revenue/Refunding
Bonds in 2007. The bonds were used to finance the 2007-2008 capital improvement projects of
the stormwater utility ($1,960,000) and to refund existing general obligation debt issued in 2000
($1,480,000) for stormwater projects. Bonds are debt instruments in which the debt principal will
be paid off in 10 to 20 years. :
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CAPITAL ASSET AND DEBT ADMINISTRATION (cont.)

Outstanding Debt (cont.)

Village outstanding G.O. notes and bonds were upgraded in 2007 from an “A2" to an “A2+"
(positive outlook) bond rating by the municipal rating agency, Moody's Investors Service. Inits
most recent rating analysis, Moody’s stated that factors contributing to the Village’s moderately
high rating include “a quickly growing tax base”, “well managed financial operations’, “sound,
healthy reserve levels in place’, “somewhat above average debt burden is expected to remain
manageable given rapid principal retirement”, and “significant non-tax levy support for

repayment of debt”. Moody’s 2007 rating for all outstanding water and sewer utility revenue debt
was “A3".

In 2007, Moody’s also assigned two first-time ratings to the Village of Weston. The Stormwater
Utility revenue bonds received an “A3" rating. Finally, the Village’s Community Development
Authority (“CDA”") lease revenue bonds received an “A3" rating as well.

Wisconsin state statutes limit the amount of general obligation debt a governmental entity may
issue to 5% of its total equalized valuation. Based upon the Village’s 2007 equalized value of
$956,047,100, the Village's statutory debt limit totaled $47,802,355. The Village was at 33.80%
of its legal debt limit as of December 31, 2007.

The following table provides a summary of all outstanding debt and lease obligations:

VILLAGE OF WESTON
OUTSTANDING DEBT
December 31, 2007 and 2006

Governmental Business-type
Activities Activities Total
2007 2006 2007 2006 2007 2006

General obligation bonds & notes $14,381,839 $13,786,972 $ 2,465,316 $ 4,773,099 $16,847,155 $18,560,071
Bond anticipation notes 1,885,000 1,885,000 - - 1,885,000 1,885,000
CDA lease revenue bonds 44,825,000 41,455,000 - - 44,825,000 41,455,000
Water utility revenue bonds 769,000 804,000 3,086,000 3,281,000 3,855,000 4,085,000
Sew er utility revenue honds 560,000 595,000 4,730,000 4,980,000 5,290,000 5,575,000
Stormw ater utility revenue bonds - - 3,440,000 - 3,440,000 -

Total $62,420,839 $58,525,972 $13,721,316 $13,034,099 $76,142,155 $71,560,071

More detail regarding the Village's outstanding debt can be found in Note IV (F) on pages 41-48
of this report. :
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ECONOMIC FACTORS, 2007 TAX RATES AND THE 2008 BUDGET

The Village of Weston economy continues to thrive with the continual commercial/manufacturing
construction occurring in the Weston Business Technology Park and its two additions (namely
the First Addition to the Business Park and the new Business Park South Addition), the
forthcoming businesses to the Schofield Avenue Business Corridor Area (TIF District #2), and
the continual addition of new residential subdivisions on the drawing board. In addition, the

Village's end-of-year 2007 unemployment rate of 3.9% also remains below the state end-of-year
2007 rate of 4.6%.

The Village's equalized property value increased by $88,684,100 in 2007 (a 10.22% increase).
This compares to the 2006 previous record-year of an increase of $115,745,200 (a 15.40%
increase). The 2007 building permits were $31.9 million, which was lower than the $48.8 Million
report in 2006 that had been the third highest new construction valuation on record for the
Village. Village resident per return adjusted gross income and per capita retail sales continue to
well exceed county and state averages.

The Village continues to be negatively affected by the ongoing dramatic decline in state aid
(Shared Revenue and Expenditure Restraint payments) from the State of Wisconsin. State
shared revenue declined by $210,000 in 2004 compared to 2003, which was a 13.8% decrease.
For budget years 2005-2008 and in the future, the state shared revenue payment is expected to
remain flat and unchanged, while the State of Wisconsin analyzes its fiscal problems.

In addition, the State of Wisconsin has passed new tax levy limits onto local municipalities
beginning with the 2006 and 2007 budget years and continuing into the 2008 budget year, which
limits tax levy increases to the percentage change in annual new construction growth on an
equalized valuation basis. The Village's 2007 tax levy/2008 budget year maximum increase
derived by the State of Wisconsin was 5.402%. The Village was successful in adopting its 2007
tax levy with a 3.47% increase, which was below the State’s maximum cap for the Village.

A revaluation of all Village property was completed in 2007. The Village's total assessed value
rose from $742,136,720 in 2006 to $992,310,980 in 2007, which was an increase of
$250,174,260 (33.71% increase). The last reassessment had occurred in 1999.

Despite this difficult budgetary environment, the Village's 2008 budget increased its total tax levy
(excluding TIF Districts) by 3.47%, including a provision for allowable prior years’ debt service
payments. Of this increase, the Village’s non-TIF assessed valuation growth was a significant
increase of 27.91% after the Village-wide reassessment in 2007. The Village continues to be a
leader and “model” government entity in the area for reducing the cost of labor through efficiency
and for service prioritization (providing only those services that the residents/taxpayers want,
including asking the voters in the form of a referendum when deemed applicable).
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ECONOMIC FACTORS, 2007 TAX RATES AND THE 2008 BUDGET (cont.)

This translated into a 2007 assessed tax rate of $4.91 per $1,000 of assessed valuation (a
19.10% decrease from the 2006 assessed tax rate of $6.07), with a corresponding 2007
equalized tax rate of $5.09, a small 1.93% decrease from 2006. This equalized tax rate of $5.09
maintains the Village of Weston in the bottom 15%-quartile of statewide-equalized tax rates for
Wisconsin communities greater than 10,000 in population. This is an amazing fact, because the
Village of Weston is the 12" fastest growing community in the State of Wisconsin, since the
2000 census, among communities over 10,000 in population. With 1,726 new residents from

2000 to 2007, and with a 2007 population of 13,805, the population increase during that time
was 14.29%.

The Village adopts operating budgets for its governmental funds (General, Special Revenue,
Debt Service), enterprise funds (Water, Sewer, and Stormwater Utilities), and internal service
fund (Fringe Benefits). The 2008 fiscal year combined operating budget includes $25,341,482 in
projected revenues and $24,531,816 in projected expenditures and transfers. The projected
overall increase in fund equity is due to a budgeted surplus of $809,666. However, several
individual funds do have budgeted deficits. Fund balances from several governmental funds will
be applied towards the budgeted deficits rather than increasing property tax rates or user fees
any further to balance the 2008 operating budget.

Funding for the operating budget of the Village is provided from many sources, including
property taxes, grants and aids from the State and County, user fees, permits and licenses, fines
and forfeitures, and other miscellaneous revenues. Economic factors affecting the 2008 budget
included increased revenues from sources affected by the overall economy, such as room taxes
and investment earnings, offset in part by the loss of state shared revenues.

Expenditures for salaries, which represent the single largest operating cost, continue to be held
down with the low inflation economy and active labor relations efforts. However, the restraint in
salaries is more than offset by cost factors that are largely beyond the Village's direct control,
such as employee health insurance increases, state retirement system contribution rate
increases, and energy costs. The Village continues to work with its employee groups to better
manage health care costs, including the exploration of a narrowed-network provider. The only
new service program included in the 2008-operating budget was for the agreement with the
Marathon County Humane Society for estimated animal control services that would cost $6,000
annually. No other significant new programs were added to the 2008-operating budget.
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ECONOMIC FACTORS, 2007 TAX RATES AND THE 2008 BUDGET (cont.)

The Village has also adopted a capital improvements program (CIP) budget for its governmental
funds (Capital Projects) and enterprise funds (Water, Sewer, and Stormwater Utilities). The
2008 fiscal year combined CIP budget includes $3,243,914 in projected revenues and
$4,797,948 in projected expenditures and transfers. The projected overall decrease in fund
equity is due to a budgeted deficit of $1,554,034. Fund balances from several governmental and
enterprise funds will be applied towards this budgeted deficit rather than increasing the capital
borrowing amount any further to balance the 2008 CIP budget.

In the Village's enterprise funds, the Village's Sewer Utility customers experienced a rate
increase of 25% effective January 2004. This large increase was needed primarily to support
the increasing capital reserve funding required by the Rib Mountain Metro Sanitary District plant
facilities. Since then, the Sewer Utility rates have remained unchanged for 2005-2007. Water
Utility rates held steady in 2007, as did rates for the Village's recently formed Stormwater Utility.
2007 was the fourth year of the Stormwater Utility, for which all Village properties are charged a

fee based upon the approximate impervious surface of the property, which contributes to
stormwater runoff.

REQUESTS FOR FINANCIAL INFORMATION

This financial report is designed to provide a general overview of the Village of Weston's
finances for anyone who would have an interest. Additional information regarding the Village’s
finances or questions concerning any of the information found in this report should be addressed
to the Village of Weston Finance Director, 5500 Schofield Avenue, Weston, WI 54476. Other
information related to the Village can be accessed on the Village’'s website at
www.westonwisconsin.org.
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